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Thank you. Mr. President, Mr. Speaker, Fellow
Montanans, it is an honor to address this assembly of
the 60th Legislature for the State of Montana.

Yesterday Nancy and | celebrated
our 25th anniversary. I've learned a lot of lessons
over the years on becoming a better husband. For
example, in anniversaries gone by | would look around
the house to find things that maybe we could improve
around the house. One year | bought a vacuum cleaner.
Big mistake. This year we celebrated her birthday
in November, | looked around the house to see some
things that Nancy didn't have and maybe she would like
to have. And I noticed that she was missing something
pretty important in her life. And so | bought for her a
Smith and Wesson .38 with a laser sight. When she
opened the gift on her birthday she was very surprised,
and I've learned a lesson: | won't buy her another
pistol.

So this year for our 25th wedding anniversary
once again | had to look around the house and finally 1
decided I should buy something very uniquely Montanan
and so I bought for her a palladium ring, the palladium
coming from Stillwater Mining and from my home country
in the Judith Basin, a yogo sapphire. Show them your
ring.

My mom and dad are here, my daughter Katrina.
Mom, dad, thank you for believing, thank you for
pushing, thank you for instilling that fight.

And my good friend, John Bohlinger, my
friend, my confidante. John, two and a half years ago
we took a proposition to the people of Montana, we
simply said are you ready to accept a Republican and a
Democrat working together in the executive branch?
Enough people agreed with us that they gave us the
opportunity. During the course of the last two years
I've been to all 56 counties and I'm here to report to
you that the people of Montana want Democrats and
Republicans to work together. Thank you.



Two years ago, the last time we gathered in
this chamber, we honored Bette Bohlinger who was
fighting the courageous fight against leukemia in a
hospital in Billings. We honor Bette. She lost that
battle but she'll always be in our hearts and she's here
today. We love you, Bette.

We lost others during the course of the last
two years. Frank Morrison, Governor Tom Judge and
Senator Pat Goodover, the Republican Senator from Great
Falls who without his action we would still not be able
to turn right on red. And during the last two years
we've lost more than a dozen courageous Montana heroes
in Irag. Let's take a moment to remember them all.

Ten score and two years ago the first European
American expedition came to Montana, and when Lewis and
Clark entered Montana they began to describe this
wondrous place, the wide rivers, the endless prairies,
the beautiful mountains. They described the wildlife,
the fisheries and they described the first Montanans
that they encountered, the Crows, the Assiniboine, the
Blackfeet and the Salish. They found that the first
Montanans, these people of the Great Plains who had
lived sustainably on this land for nearly 10,000 years
had a notion of leadership. Their leaders, their elders
had a notion about protecting the future generations.
Every decision made by elders considers the consequences
on the seventh generation.

As we consider the options that we have
before us, let us not forget the future generations and
the generations that will follow them. The first
European settlers who came to this place we now call
Montana, the miners, the loggers and the homesteaders
like my four grandparents, they came to this place with
really nothing more than the clothes on their back, high
hopes and faith in God. And they considered the future
generations. My grandparents and your grandparents who
came to this place, they never believed that they
individually would ever serve in a chamber like this,
they never believed that they would be the leaders of
this state, the bankers, the leaders of Congress. They
wanted the next generation to have those opportunities.
They fought for the next generation and the generation
that followed. They believed in a sustainable Montana
as well. Let us remember we will be held responsible by
the generations that follow us but we will be
accountable to those that preceded us.



It was Teddy Roosevelt who in my opinion was
the greatest president in the history of this country
and, yes, he was a Republican. Teddy Roosevelt said,
"We must treat each man on his worth and the merits as a
man. We must see that each is given a square deal."”
Teddy Roosevelt was correct a hundred years ago and it's
Teddy Roosevelt's ideals that have built what we call
the Montana Square Deal.

The last time we gathered together | proclaimed
to you Montana is open for business. And, boy, are
we open for business. During the last 24 months we've
created more than 24,000 jobs, more than 1000 jobs per month.
Our unemployment is the lowest in history, 2.8 percent.
There are more people working in Montana today than any
time in the history of Montana. And for the first time in the
history of Montana the wages in Montana are increasing at a
faster rate than the average of the rest of the country. In
fact, only two other states have wages increasing faster
than Montana. Montana is open for business and on the
move.

I've been on the move too. I've been to all
56 counties, been to the court houses and I've been
outside of Montana. I've made some business trips
outside of Montana. | went to Alberta a couple of
times, met with some folks up there, and we attracted a
company called Avmax to come to Great Falls. This
company is in the business of repairing aircraft. They
brought 98 jobs to Great Falls. We met with a
transmission company who recently announced that they
want to build a two billion dollar transmission line in
Montana called the Northern Lights Project. And another
transmission company has announced that they would like
to build a hundred fifty million dollar transmission
line from Lethbridge to Great Falls totally dedicated to
clean green wind power.

I made a couple trips out to Seattle, met with
some folks that used to be living in Montana, the
Robbins family which were a great family from Butte, had
started a wonderful business in Seattle, a foundry where
they are employing hundreds of people. We talked to
them about the opportunities of coming back to Butte and
we provided to them the tools that they needed to be
successful and now the Robbins family is back in Butte
and employing 40 people. Welcome home.

I made a couple of trips to Denver and with the help of
Senator Max Baucus we were able to land Direct TV and



700 new jobs in Missoula.

We've been paying attention to Montana, we
know collectively that Montana is on the move, we know
that we're in a good economic place right now. But I'm
here to tell you that Wall Street has also been
paying attention. In fact, last week Budget Director
Ewer and myself were on a conference call with Moody
Investor Services and we told them about the position
that we were in Montana and we described to them our
budget and the amount of savings that we have included
in this budget. And two days ago I read in a financial
newspaper that Moody's has upgraded Montana's bond
rating for the first time in 26 years.

The most reported news in Montana during the
last three months is that Montana has a one billion
dollar surplus. All of you legislators know where the
one billion dollars are, but for the folks back home you
need to understand that we don't actually have the
billion dollars yet. This is a prediction, this is a
projection that if the wheat crop comes in for the next
couple of years and the price of cattle remains high, if
the rain comes on time, if the price of platinum and
palladium and copper and gold stay high, if the stock
market continues to grow, if the oil and gas prices stay
high and Montana continues to develop our natural
resources, at the end of two and a half years we may
indeed have 988 million dollars more than we had in the
last biennium.

So a Montana family, a Montana working family
if their boss came to them and they said, you know, |
think we're going to grow this business and if we grow
it at the rate that | think we will, at the end of a
two-year period I'll give you a thousand dollar bonus.
Now how many families in Montana would rush home and
say let's blow it, let's spend it? Some would. Some would
put a down payment on a snowmobile, some would buy a
pickup, others would buy a pistol for their wife. But
still other families would say, no, we better save some
of that money. Other families would say, how about if
we put some in health care, we'll help our children
with education, we'll put some money away for a
college fund and we'll make our home a little more
secure. Still others would say, we have some
maintenance that we must do on our home, we have a leak
in the roof above the garage and the city's been after
us on that concrete out in front of our house for years,



we'll do those long-term maintenance projects. That's
what most families would do in Montana, and we have
proposed a budget that's exactly like those families and
small businesses would do across Montana.

For every dollar spent, a dollar saved.

We're proposing to spend roughly 400 million dollars in
ongoing projects. Roughly 400 million dollars in tax
cuts and savings accounts and roughly 200 million
dollars in long term construction projects. Let's talk
about what those plans are. The four hundred million
dollars that we're spending ongoing, we're spending it
for things that the state of Montana and most states
spend their money on: education, medication and
incarceration.

Let's talk about education first. We're
putting more money in K12, we're putting more money in
higher education, in fact we've proposed to the Board of
Regents that if we put 50 million dollars new money in
higher education, they have agreed — we have a gentleman's
handshake — that they will not increase tuition for the
next two years, and that would be the first two years in
20 years that tuition is not increased. We'll put more
money in K12 so we can attract teachers and keep them.
In fact, we have proposed that when a young teacher
graduates from college in Montana and is thousands of
dollars in debt, if they will agree to teach in some of
our rural schools across Montana, we will forgive a
portion of their debt every year that they teach in
Montana for up to four years and so that young teacher
who has a $20,000 debt and agrees to teach with Carol
Lambert in Broadus, we will forgive three thousand
dollars of that debt for four consecutive years and
Broadus will have a bright new young teacher.

We've asked you to put more money in the Best
and Brightest Scholarship Program so that middle class
families like the one that | came from whose parents didn't
even graduate from high school but had a dream of sending
the next generation to college, let's help these kids with scholarships.
We've called it the Best and Brightest Scholarship Program and
we believe that we can put more money out there so more
kids will graduate from Montana colleges and
universities.

And Linda McCulloch has been after me for
years for full-time kindergarten. For the last seven
years, Linda's been telling me the benefits of full-time



kindergarten. | tell you when I ran for governor |
didn't say to the people of Montana | have an idea,
full-time kindergartens. Actually | said to the people
of Montana we need to train Montana's work force for the
jobs that we're creating tomorrow in Montana. | knew
that we needed to invest in higher education, in
particular our two-year programs. | knew that we needed
to invest in K12, but Linda continued to say, Brian, the
best investment is full-time kindergarten.

Well, I've learned a little bit over the
course of the last couple of years, Linda. | was at a
Western Governors Association conference and we had
three specialists who are renowned around the
world. They are all published authors, people who had
studied the education systems in Finland, Singapore and
Germany and compared them to the states in the United
States. They told us what we were doing right, they
told us what we were doing wrong. And when they
completed their discussion, one of them being an expert
in K12, one of them was an expert in two-year colleges
and one of them was an expert in universities, | had a
question. | said to them, I'm going to make
each of you governor of Montana for a day and I'm only
going to give you one additional dollar for education.
Where would you spend it? You're the experts.

So first the K12 expert considered it
for a moment and she said if | only had one additional
dollar I would put it in early education. Well, that's
interesting. How about you, I said to the expert in
two-year colleges, where would you put one extra dollar
if you were governor for a day? He considered it and
said if I only had one extra dollar I'd put it in
full-time kindergarten. It surprised me. So I turned
to the university specialist and | said where would you
put the extra buck? And that person too said | would
put it in early education.

And then later at a conference that we held
here in Montana, sponsored by the National
Governor's Association and Montana businesses — it was a
conference on early education — a fellow by the name of
Art Rolnick, an economist with the Federal Reserve in
Minneapolis, spoke to us and he had studied education
for some period of time. Mr. Rolnick said to us that
there was a study conducted about 25 years ago, talked
about a lot of studies but he focused on a special
study. This one looked at families. One sibling was given



the opportunity of full-time kindergarten, another
did not. And then they followed the progress of these children
and they found that the one who had full-time kindergarten
was, imagine this, more successful in the first grade but also more
successful in eighth grade, more likely to graduate from
high school, less likely to be involved in correction
systems, more likely to graduate from university, and at
the end of 25 years had a higher salary than the ones
who didn't have full-time kindergarten. Art Rolnick
said to us that he's applied some economic measures and
he says the investment that you make today in early education
pays up to a 16 percent dividend until that child goes to the work
force. That's the best education that we can provide in Montana.
Thank you, Linda McCulloch, for being a great leader.
Montana's population put in corrections is
increasing at a faster rate than almost any other state.
We have one of the highest percentages of our population
involved in the corrections system. 93 percent of the
people in our correction system today are there in part
because of drug and alcohol addiction and more than 50
percent of a mental illness. And yet our correction
system continues to warehouse people. We have
sentencing in the hinterland, we send them to Deer Lodge
or Billings. They spend their time, they go home, they
commit another crime and they end up back in the
correction system and we have not treated the underlying
cause, the drug or alcohol addiction, the mental
illness. So we are challenging our corrections and
health and human services to work together so that
we are actually treating the root cause of these
offenders because if we can treat the root cause,
the mental illness, the drug or alcohol addiction, we
will have more people in our communities more productive
and fewer of these people in our correction system
that has become a bloated part of our budget.
Thank you, John Morrison, for helping us when
we started the Insure Montana Program. We have a
proposal during this legislative session to put enough
money so that we can add a thousand more employees in
small businesses to the Insure Montana Program and more
families in Montana will be insured. We need to
increase our home based services and our community based
services so that we can provide these Medicaid dollars
closer to home so that people that we're treating we can
treat with more dignity in their own community, in their
own home and it's more efficient.



I thank Senator Dan Weinberg for proposing
Senate Bill 22 to increase the child health insurance
program of a compensation level from 150% of the federal
poverty rate to 175%. That will increase by 3000
children that we can insure in Montana. Thank you,
Senator Weinberg

There itis. You've heard pretty much how
we're proposing to spend the 400 million dollars. Now
let's talk about how we're going to save and how we'll
have tax cuts of 400 million. Let start with tax cuts.
We're proposing to send a $400 check to 250,000
homeowners in Montana. Why pick homeowners first?
Because as you know during the last 15 years as other
classes of property taxes have been reduced, it's forced
local school districts to raise their mill levies and so
homeowners have had their tax bills go up as much as 50
to 75 percent. It is time for Montana working families
to get a break and that's what that is about. That's
politics.

So there is somebody out there in Montana
right now saying what about me, I'm a small business
person, how come I'm not getting a tax break? Well,
hold on to your hat, cowboy, because you are. We're
proposing other tax breaks. We're proposing to raise
the level of the business equipment tax exemption from
$20,000 to $150,000. Think about this, if you're a
farmer or a rancher like me or a plumbing contractor,
electrical contractor, concrete contractor and during
the last 10 years you bought let's say six, seven
hundred thousand dollars worth of business equipment,
you've depreciated that equipment and now the value of
that equipment is $149,999. We're proposing to
eliminate your business equipment tax and save you
$4500. Pretty good for the small businessman in
Montana.

But we're not done. As you know, we've
proposed to suspend the water tax, the same business
person may well have a spring and two wells paying 20
bucks on each one, 20 times three is 60 bucks. And they
also own a home, so let's add it up. This small
businessman in Montana gets $4500 plus $400 for the home
plus 60 bucks for water, the whole tax cut comes to 4960
bucks. That's real tax relief for real small
businessmen in Montana.

So let's get talking about the savings, the
best part of our budget. We are proposing an ending



fund balance of a hundred million dollars, effectively
moving a hundred million dollars from Montana's checking
account to Montana’s savings account. And thanks to the
efforts of Senator Rick Laible we're proposing the Big

Sky Savings Account and for the first time in Montana's
history not only will we have a savings account but

we've got 80 million bucks to put in it. Thank you,
Senator Laible.

There is more. So we told you that we're
going to move a hundred million from our checking
account to our savings account. We told you that we're
going to have a money market account and it's the Big
Sky Savings Account. Well, there is another one you can
call the 30-year bond. As you recall in 1991, in 2001
we changed the compensation level that state employees
receive on their pension plan. And when | arrived on
this job, I was told by the economist we had about a one
billion dollar plus fiscal imbalance in our pension
plan. So in the last legislative session, thank you
very much, you put 125 million toward paying down this
problem. This time we're proposing another hundred
million dollars and we're proposing a big change for any
new state employee.

This doesn't affect a single employee who is
currently working for the state of Montana. Only new
employees will be paying in at a higher rate so that
they, when they retire, won't have a fiscal imbalance in
the pension plan. This alone adds a 400 million dollar
stability to our pension plan, we've created a balance
of 625 million dollars towards a billion dollar deficit
in just two years. | guess in the next 20 years we'll do
more.

And as you legislators know, when you go door
to door and you're running for office and running for
reelection, whether you're in Butte or Billings or
Bozeman or even Great Falls, as you're visiting with the
folks they say, you know, we really ought to have an
addition at the college of technology, we really ought
to have a bridge across this river, we really ought to
have a new roof on the civic center that we have here in
our town. So dutifully, you're the elected person, you
come down to this body and you say we really need to
have this project in our town. But then you find out we
really don't have the money to pay for it, so we've had
long-term building funds. It's called bonding. Now
bonding simply means that we borrow money from somebody



in the future to pay for our priorities today, right?
But in our budgets we have no bonding, we borrow no
money, we pay as we go. This is the most conservative
and fiscally responsible budget in the history of the
state.

The things we're going to pay for with cash,
we're going to create a super computer system that will
be one of the largest in America at Montana Tech. We're
going to invest 26 million dollars in the chemistry
building in Gaines Hall in Montana State University.
We're going to put money in to the crime lab and we have
deferred maintenance all across this state, we have
over a hundred thirty million dollars that we will pay
cash for that previous legislatures have bonded. That's
a fiscally responsible thing to do.

We need a little help from you. Dan Bucks
who is my Revenue Director has been on a mission because
I told him to go on one. 1 said to him, Dan, | want you
to close loopholes. | want you to find ways that
Montana can raise money without raising taxes. And he's
been looking around at Montana's tax code and he's found
some loopholes that people who are not residents of
Montana are using. They are making money in Montana but
not paying taxes in Montana. They are competing with
Montana businesses by not paying taxes when Montana
businesses do pay taxes. We have given them a
competitive advantage over Montana businesses, and Dan
Bucks has proposed some rule changes to this legislature
that will raise 60 million dollars from non-Montanans
who are making money in Montana. | want you to help Dan
Bucks collect that 60 million dollars.

Last night many of us watched the State of
the Union address. We heard President Bush tell us
about our circumstance and our addiction to foreign oil.
He had some solutions that had to do with creating more
energy and conservation measures here in the United
States. But it was President Jimmy Carter 28 years ago
who said, "Energy will be the immediate test of our
ability to unite this nation and the standard of which
we rally. On the battlefield of energy we can win for
our nation and seize control again our common destiny."
He said those words when we only imported 42 percent of
our oil, and today we import 65 percent of our oil from
people all over the world. During the last two years in
Montana we have completed and announced an amazing array
of energy programs. The Centennial Electric plant in



Bultte, the coal-fired electric plants, the Judith Gap

Wind Farm, the Great Falls Wind Farm and Conoco Phillips
has announced they're going to spend 400 million dollars
to update their refinery in Billings. The Northern

Light Transmission Line, the Alberta Tie transmission

line and Peabody Coal, the largest coal company in
America, has announced that they would like to build a
coal liquefaction plant for one billion dollars. And

Arch Coal Company, the second largest coal company in
America, has announced that they will be part of a
consortium that builds a one billion dollar coal

gasification and liquefaction plant in Senator Gebhardt

and Representative Olson's home town of Roundup. Every
one of these projects are larger than the collective

energy development in the previous 20 years in Montana.
Montana, we're on the move.

Montana can and we will lead in clean and
green energy for this entire country with our wind
power, our biofuels, our solar potential. And in
Montana we're developing oil, we're one of only two
states that increased our oil production during the last
year and we'll increase it again next year. We're
increasing our gas production. It was California who
changed their law, who said that they will no longer buy
electricity, they will no longer buy electricity from
anyone who increases the amount of carbon dioxide in the
atmosphere. They are the 900 pound gorilla in the western
United States for purchasing electricity. If we're
going to sell in to the California market, we will have
to sell using wind power and coal gasification with
sequestration. California will not accept and Montana
should not put carbon dioxide in our atmosphere.

Last night President Bush has joined in the
climate change debate. Several months ago Richard Opper
came to me and said, Brian, we ought to have a climate
change advisory council. And there are two members of
this body, Representative Sue Dickenson from Great Falls
is a member of that advisory council and Senator Gary
Perry is also part of that advisory council. Thank you
for being ahead of your time.

We are proposing historic and dramatic
property tax decreases for companies that build clean
and green in Montana. For transmission lines, for

pipelines, for pipelines carrying carbon dioxides, for
coal gasification plants when they sequester the carbon
dioxide, for manufacturing the biofuels and wind power,



for fuel cell development using Montana Stillwater
palladium and last but not least electric car
manufacturing. Montana is on the move.

Republican Governor Joe Dixon said our
greatest national heritage is nature itself. And when
combined with our national parks it becomes of unlimited
value. He was joined by Mr. President's grandfather,
Governor Frank Cooney, dedicating the building of the
Going to the Sun Highway when he said, "There is no
Highway which we'll get to see as the lover of grandeur
of the Creator's handiwork, more thrills, more genuine
satisfaction deep in his being than a trip over this
road."” Democrats, Republicans have agreed for a hundred
years that the greatest treasure of the Treasure State
is our wild places, our rivers, our mountains, our
wildlife, our parks and our ability to access our public
lands. That's something Democrats and Republicans agree
on.

And working families from one corner of this
state to the other access our public lands and in many
cases our parks, and our places for accessing our rivers
are becoming full. And at the same time the price of
real estate is increasing at a very rapid rate in
Montana. That's why we are proposing a 15 million
dollar purchase of more access sites on our rivers and
streams, more state parks, and this will be a legacy
that you can send to the seventh generation of youth.
Montana is unique in the Rocky Mountains in that the
citizens of Montana have a constitutional right to
access our streams. Senator Lane Larson, thank you for
protecting our right to access our streams. And,
Legislature, work together, maintain our access for
future generations.

On my first full day on this job I rode a
helicopter to Troy to my first military funeral. I've
been to many more since, and yesterday | was at another
one. | was with the families when they sent their loved
ones to Irag. 1 was in Ft. Lewis and Belgrade and
Helena when they came home from Iraq. | was with the
families when we sent our heroes to New Orleans and |
visited our heroes in New Orleans. | visited our heroes
in Irag, Kuwait and Afghanistan. And I know this, that
when our men and women serve overseas, there is someone
who has a greater sacrifice at the end of the day, their
families, their families back home. So that's why |
thank Julie French who has proposed House Bill 179 that



will make a one-time payment to these families when we
call their loved one to active service. Thank you for
remembering the families, Julie.

As you know, we will be together here for
about 90 days. We've already started to move education
and tax cut bills, over to the House, the House is doing
some other work. Please do not delay the process, move
the process along. The 90 days will come and go very
quickly because the people back home will judge us
by our contributions, not for the late nights, not for
the early mornings, not for the speeches delivered.

Do not allow the partisan among us to destroy the
good intentions of the majority of Montana.

And as Matthew 12:33 reminds us, “for a tree
will be known by its fruits.” Members of the 60th
Legislature, let our efforts bear fruit for this
generation and the generations to follow.

God bless your families, God bless Montana
and God bless America.



